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subseguent {ivoelold increase 1n the price of oil had a serious
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jroact on inflation and rocesslion an o industrial eeOnomiesH
. - i =t WOVEr ere felt oy the developing
Tts mos™ devastating effects, howover, were felt by develor

countries. ’
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The oil preducing nations uaed their new-found oil powas

3 &3 o Fiae e Tnited States policies in
as a political weapdng o influcace United States posid }

' ) 1l ve o vedas bhebtween US and our more
tha Middle Fost, to drive a-wedge between us ana ou

: Lles, and t 21ly Third World
vulner~5le Duropean and Japanesa allies, and to wally Thira r!
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i = the thiee £ o1l power to achieve
support by attempting to uge the thirest 0L 0L POWELD Lo ax

; Tave ~d countrices.
gaing for the cil-consuming less doveloped countrices

] ; memanee has four main interrelated
The United States response has four main 1nugmrc 2

5]

elemants:

ww a strengthened domestic energy program
to end our energy vulnerahility;

-—  cooperation with other industrialized
oil-consuming countries to reduce
short-term vulnerahility, to reduce
import dependunce through long=term _
pr%mrams of conservation and dcvgl@pmegt
of new encrgy supplies. and to minimlze
strains on any overall political, economic,
and seccurity rclaticnchine caused by the

energy crisis.
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ving mutuslly advantagonus ccononic
tieal links with the oil producing

and

we  intensif
and polil
LI LONG
- a hroad prosvam of economic cooperation with
the less developod world. ’

ra

The first part of this responce is represented by Project
Iniexdopendence and i%s follow-up; Yhe second by the Wash ngton
Lnergy Conference and ﬂha formsiion of and implemerntation of the
progrens of the Interuational Energy‘Agenﬁy; the third by the

intensified bilateral links with key oil producers; and the fourth

by a series of speeches by the Secretary, beginning May 13 in

. i . . 04"5’
(ansas City and culminating with the Septewber 1 speech en the
Seventh Special Session of the United Nations General Assembly.

With the initiation of a multilateral dialogue on energy,

raw marerials, development, and related financial issues, we

have reachad a new gtage in the evaluation of our world strategy.
Our hasic ohjectives in the dialogue are:
-~ to develep, in an institutional process over
which we can exercise substantial controlé
the DS approach ﬁo“North/South issues as
set forth in the Secretary's UN speech;
-~  to facilitate integration of the newly
Amportant OPEC economies into the world
“trading and‘financial systems and ehcourage
the development of a more responsible set of

attitudes on the part of the oil produccrs;
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~ o keep the Burcopcans and Japanase locked
into a courdinated approach to OPED which
supports our political and onerqy obhlectives

in the I8A; and

~e Lo wealkan the alliance by dowmonstrating
to the LDCs that thelr intorasta are not
exclusively tied +o those of OPEC, thus

intensifying potential LOC pressuve on OPLC

pricing

The scope of the Wialoyue hes now becon substantially
ﬁr@ade; than the enargy and energy-related focus with which it
was originaily conceived. Nevertheless, the energy issues of
price and supply are central to our overall strategy for the
aialogue; How we treat them will laergely define the limits within
which we deal with the non-encrygy issues and wx_l provide the
answers to the important linkage quaations,xi.e. whether the work
in one commission can and/or should be leveraged against that
in another. | |
We cannot view the dialogue as a means to échiave our

fundamental objectlve of invulnerability to the threat of oil

qupply disruption and arbitrary OPLC prlce increases. This can

“~only ‘be accomplished by unified and uotalned consumer country

action to restrain energy consumption and develop new supplies,
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during the short-to-middle term. OQur tactics, on the othexr hand,
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two basic options on the price is

]

type ¢ ¢ agreement to consbrain the

producers' control over prices.
Pros: ~-— Without agreement, OPEC may be able to raise
prices at will at least for the next five years;
~- An agreement might place some limit on OPEC
price increases. (For instance, an inter-
national agreement might strgngthan the resolve
of Saudi Arabia to stand firm against other
OPEC members if they wanted to exceed, the

agreed price terms.)
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arrangements that might be
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An egrecment would reutralive price
congtralints on OPEC caunsed by mavket

and gy g LG dewends for purice relle

(£F OPEC docides “o dmplowmont a two-tler K

pricing i ~red payvment schome

to benefit the IDCs, 1t will largely elisminate

ey [N, S P RS PRI . .
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Since our bargaining power is weak, the only

agreonient we could reach wouvld be vioved as a

sadleount o thoe cartol. (Latrer-—alier 1978-~

wo way heve echicvd o bhetter gopply/denand

balance, in which case we could use our increase!l

hargainine leverage o

- .
favorin o

the producers )

“

We would legitimize the existence of the cartel

el

and forego the possibility of lower real prices
for oil at least during the term of the agreement.
Effective consumer retaliation through trade
measures would require a degree of consuner
solidarity not likely to be achieved soon hecause
the economies of most European nations and Jaﬁan
cannct survive without OPEC oil.

adopt this option, there are four types of price

negmtiable:
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coneuiners, would probably not moderate

OrnC decisions significantly.
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would wernd ITegitinizge OFYND prioing

decisionn.

e

th agread

and floor protected by consumars.

prodanenrs

2

ceiling protected

Ceiling and floor

would ke determined by

pericdic review and

thore could be agread

provisions for economic reprisal should one side or the other

break the agreement.

Pros:

-- would give consumers sonme voice in settling

upper level of prices.

might encourage producers to let prices fall

slightly to show cooperative attitude.

if reprisal provisions could be established,

we would have "claim" on Europeans and

Japanese for joint action against OPEC.

Cons:

- @roducers would not likely agree to
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a coiling lower than they thought they
couLd push prices, thus agresment has
no benofit to consumars.

- would tend to legitimdime OPEC price
GeCLELont.,

-- would be hard to zell to Congress and the
public, pe co fuoried s roview”

of ceiling and fleor would be regurded as

Ctype of indewing.

™S

- aves 1F ODPDL and other consumers would agree

to resrisal provisicns, these are likely to

i
+

i

be meaningless since OPEC would still have
witimate threcot of exbargo.

3)  indexation of oil prices in return for meaningful

price cut.

Pros: — would bring oil prices down immediately and
ensure that they rose in the future at
predictable rate.

Cons: == not likely to get OPEC support. Producers
want to index at or close to current price
levels as many cannot afford any reduction
in current revenues.

-~ might encourage other raw ﬁateriais produaérs

to insist on indexation of their products.
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N_b Objection to Declassification in Full 2010/06/04 : LOC-HAK-320-4-6-5

AT
NoroA

[
ey

oy = R m L TR S
Since the producers would not Lifkelk:

: N P . A B Koy e e,
(R Loy LiLe }:»J ELSNITC W WO ‘ CLOaVE O

2

. e g i ey By e - 10
cavelully ovchestrate von ol

L S T g A T 2 I
Tinkago to avold appeaving opaniy Con

~+

. . e P [ U
stinnal and tharohy 3

Az am g S
rTon:s

B N RE YR BRUN
OPEC/LDC cohasion.
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q
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and LDC complaints woqﬁ not be lmpeded.

Conus-¥Would ha hard to defend domesitically since
it opeloss are at the orux of energy Crisis
end the public cxpecis the dialogue to deal
() .Y " - . e

[OOSR S 6 W

St be difficelt to hold otherx IEA coun-
trics in line on this strategy.

~=Could lead to accusation that we have no

interest in the dialogue.

Security of Supply

Either in conjunction with, or separate frow, the -
price discussions, we could seek to negotiate a supply
égreement in the Energy Commission. Such agreements

would be of two basic types:

CONFIDENTIAL
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Pros: =« would be occeptable to producsrs

~~~~~ would provide some degreo of "atakiliwy T,
bew., predictability, on world oil
prices,

Conzs =-  agrcenncnt would neurrallsn marnet
and LU pressurcs on OPEC windoh
might held price increasc: te level
lover than or only mavginaellv higher than
" that resultiﬁg from indexation.
b regarde’] an sell-oni t@ cartal,

Cerony domestic oprosition.

*

. ke e

M

== would ecncourage othor raw materi
to press for indexation of their products.
Opticy B = not try Lo use the dinlogue to got relicf
from high oil prices.

Pros: -- This would place us in a non-demandeur
position in the Energy Commis ssion, thercby
strengthing our abzllLy to control the
tempo and results of the overall dialogue.

== Other participants would not be able to
leverage us for concessions in other
commissions,

-= We might be able to establish a "reverse
leverage 1link", conditioning movement in
the other commissions on relief on oil prices.

CONFIDENTIAL
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Projs: —-oold give ugs an internatiounelly recoge
nived claim ecainss preducers L thoy -

Locor viclated pledde.

rend to eliminato a dog:
certointy regarding fubure energy suvpplies

thereby facilitating planning in consunor

.
counlriag.
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~ong: —=8eme producers not Likely to give pledge

gince they view thront oo

an emtoYIc o8
mator forein pélimy roel,
——Pledge could ot be enforced ag  CONSUMELS
would have nu¢ economic defense acainst
[ I
.embargo. iy
~-=Producers would probably deménd a high
price for a unilateral renunication of
enmbargoes.
--Could create false sense of confidence

and thereby undermine ecnergy initiatives

. " in consuming countries.
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markat forces and LDC demands
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eSO e o .E.._‘f Decsaes, giaven O¥ PCYs surplus

syodnntion capacity, sufficianh supnllies
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will be avalilable at tne OriC price,
~eProduecers cannct be trusted to live up
. .‘ o to supply agfeement if political con-
. sideration subseqguently dictate a
different course.
~~2 gupply agrcement could creais a false

sense of confidence and undermine con-

sumer efforts to reduce their vulnerability

AdVanCd and Alternative .Energy Sources

.- One aréa in the cnergy dialogue in which consumers

1]
might have some leverage is in enexgy technology. Some

CONFIDENTIAL '
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dyminish and that they bsve an interest in efforts of the

industrial world to harroas ol lornative crargy sourees For 4
N
the production of elootrict Ly.  Bven thouoh thoy beliews
2 -

thoy can puvchase thig teclinele vy when it is develo ped, they

5l A

might be receptive Lo the arguwent +hat +he process for de-

valopiﬁg and malking available the new technelogy might be
accelerated if they wers more reswponsive to the industrialized
natiors® Lnuwfrqmymtﬁ.regarding oil price znd supply. In the
Enerty Commlesion, wo mhﬁuld'ipdiaana our understanding of

. s )

roducers® interest in obtalnlng ener technology both to
d 9y !

expiolt 0il rascurces and u**:‘l Lshalternetive energy sources

. : PN
) _ Calive g ) .o,
for the long torm, and_ﬁﬁMﬂ@m1 consuamers’ ability to undertake

technical assigtance progréms to the producers willingness

to respond to consumers' needs. In introducing the International
Energy Institute into the dialogue, we should strxess how it

could help producers plan and acquire advanced energy technologies as
well as h@lp satisfy the energy needs of non-oil LDCs.

Overall Strategy

We do not think we can get a Meaningful agreement on price
or supply at a cost we are preparec¢ to pay. We cannot hope that
_the producers will voluntarily cede though a polltlcdl process any
. X domm&ﬁmn )
of their bilateral @dwieratiae of the oil pricing mechanism.
We do not believe that the producers would agree to a subst tantial,

€.g9. $3.00 to $4.00, cut in price even in return for direct

indexat \mopieciion to Declassification in Full 2010/06/04 - LOC-HAK-320-4-6-5 >t1.a%ablo
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with OP™e would be so high in terno of both indexation

l

and legitimization of high prices !wot its costs wonld oubwelight

ite beno Jits, parvicularly since the actval pyice ibhoioase

vesulting from some type of indexation or maintenanoo

of vilue arrangemesi is not likoely to be substantially
' Es | . . ) :
lowar than and ould even be higher than the rate of incereasc

likely to result in {he absenco of such an agreement.
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Hoceriales and Devolopnent Cowmissions. that mes LDCo
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want, wa doubi n package could be negotiated that

woe could acceept and which would algo pufl sufifl

pressuse on produtoers to induce or Toveo tham Lo lower

prices. We should reject pressures in the non-oil

commissions to go Furthes on spocllfie lesuer (e.9.
B E

US p-rticipation in an irternationul cocoa agreement)

han we would otherwise do so in order to prevent oil .

producers from adopiing & hoxder line on oll prices.

We should concentrate irstead in building cooperative

linke with +hn nroducere in ordar to nooclaratae the

. P, e T " - _— —— o
-

process by which they are integrated into the western
economic system and to undertake joint efforts to

assist non-oil LDCs.

Public relations considerations require that our
tactics vary somewhat from our basic strategy of baing
a noanemandeur on energy. To ensure domestic support

for the dialogue and to seek to undermine OPLC/LDC

' should be prepared to . :
cohesion, wey take the position -- in a non-confronta-

tional manner -- that oil prices are too high; that they

are economically unjustified, and that it is in the

g

interest of all nations for oil prices to fall,

- . CONFIDENTIAL
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to demonatrata the walidity of our argumants,  Subile-
quenitly, wa  could indicato ovr willingess to seriously .

consider pairticivating 1
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could link ovr Iinability oy unwillingners Lo ao further in
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other commissions on lLeoues 00 lnte
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could aloo demonstrate Lo our pulrlic that we nade a

serious effort to get oil prices reduced.

Siﬁqe we do not expect tb achieve agreement on
crucial energy issues, the major focus of the dialcgue
will probably turn out to be on cooperation améng oil
producing, consguming, aﬁd developing countries on
measures to stimulate econdmic development. The dialogue
pfovides the opportunity to turn the development issue

to our advantage in two ways:

- .
. “

®

s
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in the Raw Materials 2hal Do 4 ant Conuilssion

return for producers’ coptributions to:

wmthe Totornationsl Fund For Agricultuaval Development

Cw=IDA replenishment

~--yagional develcopment banks

—-our proposed IFC investment trust or some gsimilar
trust

~-IFC expansion

~-gchemes to enhance LDC asscss to international
capital markets )

~-financial support of the International Enexrgy

~Institute

. . N

--financial support for consultative groups for

research on agriculture
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fyrom producers on these financial geestio . wa ghould, howevaer,

take care to aveid commitments that will deprive our n@gmtiam

cplsids the dialouns (o.g. for on driemmationol cocon
agrecnent) of essential bargaining leveragce. This is parti-

cularly true sincoe the commissions will net work out detailed

PRI .

negotiations and O epecific agreonenta,

3), Lance Sheet for _?.h:

crategy-~not Lrying too
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(69 afforts Lo promotoe ipternabional economic growhh

and w--wa could make a croditeble presentation at the

Second Ministerial. We could nctethe progress made in expanding
co&pgrative links between developed and developing countries:
single out those areag, primarily in the work of the Raw Materialg
and Development meﬁﬁsﬂxm where the dialegue has provided impetus
for actions beneficial to LDCs; and hint that the intransigence

of the producers on oil prices prevented further progress from

being made in assisting LDCs. In addition to demonstrating our

comumitment to implementation of the Secretary's UN initiatives,

_tﬁis strategy should help erode the OPEC/LDC cohesion and thereby
‘increase pressure on the oll producers to be more responsive to

consunezr interests when deciding on pricing and production

A%

*

policics.
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y g Conant: Corgrdiiye  Lont
The broadening of the dialogue beyond energy complicates
ihe tash of ceosdinetion with tho Buropcens and Japancse.  On .

cncruy, clovs coordination on procedure and substance remsning

-

eceential to our overall ntrategy. The cother industrialized
£ d“";!<‘, mosh of whom are considerably moere dopocadenbt on
impected oil than the US, are extremely sonsitino Lo any hint
that the US is prepared to sacrifice the objectives of consumer
zolidariiy and reducsd volnerebilivy for gome unignely privileged
velotionshin with e il prolosors whhob would leave them, the
furopeans and Japaness, alone and axposed.  The other CONJUINCY S
recornize and accept that the US will not give up all unilateral
fléﬂibility. fut bhey regord cicse coordination of positions
vis a vis OPEC as the essential quid for thelr continued cooperation
with us on a strong consumer program in the IEA. Thus, while we
@f\."'&fﬁ.t‘ﬁ;
want to geemsers bilateral flexibility with major producers, we
should maintain close coordination with other IEA countries on
enexrqgy in the dialogue. At the same time, we will have to keep
the other industrialized countries firmly in line on our price
strategy. Some of them may\be disposed to give more serious

consideration to the consultation or even the indexation options

than we. : ‘ L .
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tempo and tactics will be important.
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Evea though we 4o not expact o weach agrrement oo

il pricos and suppliecs, thesoe subdects wiil teond vo Gomonate

discusciong in the Pnergy Comuission. We should makc clear

onrowiows on 0Ll price:s Ao se dn a low-kay sanner and

call fur extensive cnalvtical studics to test Lhe validity N
of our conclus iu*mé, i.e.. high vrices stimulote alternative

",,\GFH'Q ‘
fog i developunent and reduce UURCH longe e

earning
pmtentﬁaa;-high prices undercul LC developmant prospocic; elao,

To avoid early confrontation, which could threaten the ‘
entive dialcocoa, and to ba able Lo present a positive meport

to the Second Ministeria 1, we noed enrly to mark oul arxeass

vhal cooparative action is possible. We should

joint efforts by the industrial nations and thQ[ﬂ;@’f to

provide relied for wwon-0ill TOC's energy burdens. This type of
cooperation would be difficult for the preoducers to reject, and by
seizing the initiative, we might encourage the LDCs to follow

a more independent line in the dialogue. (This strategy could

largely he neutralized if OFEC unilaterally establishes a

two~tier pricing plan or deferred payment scheme in favor

of LDCs, but there is nothing we can do to counter such a move.) |
Throughonut the process wé should demnnstrate a constructive abtatudw!
indicate willingness to discuss any issue of interest to OPEC .
and LDC nations, ahd urge others to also be forthcoming.

No Objection to Declassification in Full 2010/06/04 : LOC-HAK-320-4-6-5
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Fiwwt in the Dnergy Commlsgion and then
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S Pinancial Commiscion for further. analytical
+
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study .,  Dver 10 the sinance Colmiosiob chiould get an
» - 5

indepoendent acenda, we should nol nermit oil prices Lo
) 2z I

he toroatoed inte the av Comelasion outside the context

of their fipmancisl dipact on thi world econony .

tmek of the Tonorgy Conwiss iorn shouwld be
fo yndertake a comprohenszive snalysis of the global
economy in the light of the encrgl/ sitvation. While

T e - [ L T e
AT D AguiiTu sl e B

. [T woeow -

Blilo wWiomlh wWouLO GO0 LARaLy
it would provide a point of departure for more gxtensive
examination of specific energy issues by separate working

groups. These groups should treat the following topics:‘

-~ ©0il prices, supplies and markets. A working

group should be established to attempt to develop analytical
bases for subseqguent discussions of these key controversial
issxﬁé by.the commiasion itself., It would have three
‘major'tasks.’ First, the group would seek to reconcile the
wide variation in producers and consumers energy

projections and to develop an .agreed range for

future supply and demand under various price assunrptions,

Building on this work, the group would try to agree on how
\
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- i
- i e e e LR T L S b ey e E S U, : . -
tHhe curyess ond historsioah imenol (durecu anda J:l(’aﬁ et
s J L
of ¢il prices on the intemaltionzl Conuly. WRLia, 4 k.

would evamine the price trend of oil vis-a-vis other

P ST A S i e S e e me e A . [ PP o ey 8 e R
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what ©il price lovels would currently be if oil prices

-

hc” Lasn in o¥ed carlier to different baskets of commodities
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assoss the teochriorl Jeasabhility Lo agtahlishing an .
e

indewing necoanisn for oll prices,

Once these analvses are completed, the commission
dtialf would roview the desirabilicy and negotiability of
long-term arrangements on price, supply and/or markets.
Having from thes outset argued that lower 0il prices are
in the interest of all nations, we should at this point

1djcaée our willingness to cons ldbl seriously participating
in a maintenance of leue arrangement in xuturn for a
meaningful reduction in oil prices. We should reject any
proposal to index oil prices at ox cleose to current levels.
(In the IEA, we must prevent other consumer countries
from sliding toward acceptance of a commodity-agrmément on

o0il in which the producers pledge to protect the ceiling

and the consumers the {loor.)
\
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-~ mobilization of the technology of the industrialized

.ng)xflﬂti and tho cnpiteld of the producers to reduce Lbos?

energy purdens.  This groep chould encoursge bilatsral and
nulilatersl encrgy-rolater programs for tochnicsd assistance

and. twalnding to LDCs. We should push s a majoer initiabive '

in this working groun ooy proposal oy creating an aubonomous,

VI

milvilaterally financed International Encrgy Institute. The

would ke Finapced loroely by CPFRC and ewolov cxperts from

i
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chmJowu. ard developing countules, Tés  foous would be G

iiﬁﬁg the constraindis imposed by cnergy requirements on LDC
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well ag new enerygy technology to non-industrial nations and
<
to provide traning for LLC energy officinls.

245 .
In"ort 18

T R e (s 1]

Expected Results of the Enerqgy Commisssion

The report of the Energy Commission to the second
Conference of Ministers will probably 1) indicate that while
differences still exist on the key issuecs of price and supply,
there is now greater appreciation on both sides of the role of
energv in the global economy and the mutual benéfit that can
-be served by a stable international economic system, 2) ide ntify
progress in accelerating the trans fer of energy technology to -the
develcp;ng world, including fho creation of the International
Energy Institute, and 3) support resolution of the other

commissiondthat deal with cooperation in energy-related

No Objection to Declassification in Full 2010/06/04 : LOC-HAK-320-4-6-5

nstitube



No Objectioh to Decléssification in Full 2010/06/04 : LOC-HAK-320-4-6-5

: <
L]

T R I Rl A
TR TR HT AT,

sy _,,“:;'-
- = x PR o~ - -
shit eloo bhe established Lo digcus:

hoero-torm halance ef paynonts surplooes

Y e . - - e P T . e P3P
oonE, 20 The monagemnent over tlue oF OPEC s '
*u
fin 3 arpluses, 4 direct investnenb by producors

in iodustrial ceountries, and vice versa, and 4) use cof

wWinern technoslory ard el to help wocaynilze

.

producers' economies. These groups, if establiched,
voetld coordinate closely with work in other cbmmismions,
gres with thot in Lhe FPinance Commission

and the last with that “in thoe Develcopment: Commission,
Altemnatively, the 1

Cotiiey CoMmLSsions mignl 7 be chiarged, directly
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with this work aod sz

ced to make their findings available

to the Energy Commission.
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We do not think actual negotistions on commodity

natters should take placz in the Raw dMaterials Commission.

Cur initial dntentic:n is that the Commission should not
Becoma iovelsed i nggmtwaximg either the cutlines ox

mhe detaills of specifilo cumnodity arrancements or veniscing
oth@r Work in existing internsticnal commodity organizations.
Imﬁt@udliﬁ covld fommulate general priﬁciples and make

v

specific recommendations on particular commodities

4

We should bhe prepared to pursue the raw materials
part of the dialogue independently from that going on
in other commissions. This would mean taking pbsitions
on specific J':ues on theixr own merits. We would want to
be more forthcoming, however, if we can link OPEC
financial contributions to movement in. this commissién.
On the other hand, we could, should it become desirable
o . . our

= or nccessary, justify/lack of flexibility on OPEC's rigid

pesition in the Energy Commission,

)
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co Aiwereifiostion of nroductlion ond exporht of

conmoditics by developing countrics;
. | e better and more_stable condiﬁions of trade,
. ' including reduction of duties on processcd
_rmw materials and possible agreement on |
prlnc ples of access to markets;
— expansion of production capacity in commed-
ities.
-w‘improving the productivity and markctability
of agricultural raw materials. |
in éd&ition, other countrics, in paxtiéular the

L3

developing country members of the Commission, will
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endessemant ©f the concept of indexation, either

divect or indirect, as a merng of preserving the puin-
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cien and hos aloo expresced areat skenticism {althovch

celght orponiciond Lo gome elemenis of the
Inﬂhgwatﬁﬂ Troguan, although we should be prepared to
&:amina some parts ©f the IP serxiously, i.e., the con~
cept of buffer stocks, liberalization of IMP compensa-
tory financing and buffér stock financing, ptefermntial
taxiff'and non-tarif# treatment, and possibly long~term
commitments as woll.

We should walcome the opportunity to get our Viewé
Qn;the record in this férum and to have an exténded
discussion of the technical aspects of theae pfoposalﬁ,
gince we believe it will show conclu;lvely the 1nf;a jo
bility of many of these ideas. Thus, a further US aim

.

in tho Commission should be to:

\
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itself SO that it can deal with both gon01a1 cbmmOulty
policy quvq rieons as well as with the specific problems
of individual commodities. We should insist strongly
in this 1atter activity, since it forms the wasic ele-
weni in our commedity-by-commedity approach. Presum-
ably the overall Commission itself can deal with gen-
_eral policy issues. It could, as one phagse of its
‘work, review the activities of existing internatioral

organizations such as UNCTAD's Committee on' Commodi-

ties and the TAO's Committee'on Commodity pProblems

\

No Objection to Declassification in Full 2010/06/04 : LOC-HAK-320-4-6-5



P m - N I e g gy S T
A Loast ope and Jocoibly mexo suboroups may bo
; \ e P e d T S S, I S S S S RN 1
B Ay L0 LAY ddusl eommed: Ty SrobiciS. L
! « py e oy
S s v wornp bl

T I S T i ey g e S B, IR ST S
ne whda Sunotiaon, enann s seors bl most LodgLncas
A e 2 i

1

The ceneral policy work of the Commission must

fake into aconurt worl already going on elsewhere, in
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tariff concessions, reduction of elimination of gradu-

ul

' . ® ¥ '
- o _—_ R - vy o}
processed comesditios, ebay) and
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work im UNCYTAL on the Integrated Progranm and Indexa-

ticn. In this latter conneciion, UNCTAD's Comnittee

on Cwmmodities\will_be meeting in December to decide
initﬁ final viows on the Integrated Program, which
will then be transmitteq for action to the UNCTAD IV
meeling taking place May 3+28, 1976. Ve must,‘thare*
fore, expect that much of the work of the Commodities
Cbmmi;sion will in fact dﬁpliCate ongoing work in these
< forums and, to a lesser extent, in individual commodity

organizations.
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Pow far advonced U positions can or should he

-

on these ihems is something which can be determined only

during the course of the producer/consumer dialogue itself
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The commission is not the place where operational
decisions on most of the issues discussed below will be

reached. Nevertheless, the commission might be useful

in forging the political will to address these issues

in a constructive fashiqn.

Objectives

We will attempt to use the Development Comml ssion tor,

A. Dramatize the LDC'c unsustainable balance of
payments deTficit and its counterpart in oil prices and

OPEC financial surpluses -- thereby putting OPEC on the

.« *  CONFIDENTIAL
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the corfrontation

with the Group of 77.

£ canitalize on the sense of US leadership and politi-

cal impetus toward cooperative appreoaches and pragmatic

solutions generated during the Seventh Special Session

to rally support for specific proposals the Secretary

has advanced.

@4@.“ Shlft the political dynanmics

of the.relationship

with OPEC and the Group of 77 to lay the groundwork for
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developing countries (as a proxy for the impact of high

eil prices on the development procass). The work of

o

& on could vuonefully contribube Lo tha US goals

.
Pl CconunLe

b3

° ; ' " APV o L o T O T T . PR
of highlichting the sevare setback to development plans
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vide more aild and generally putting CFEC on the defensive
in its EL'DC_’:: relatious.

We. probably cannot avoid discussion of the extent to
which OECD trade account surpluses are currently contri-
buting to the balance of payments difficulties of the
developing world. We should therefore att'empt to insure
first that the role of OPEC pricing policics in this
regard is well understood, then be prepared to fallback
to. a ppsition based on the concept 0f sharing the burden

‘of assistance to LDC's equitably between OPEC and OLCD

countries. .Such a discussion would serve tu highlight
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7 apy specific proposate which might be developod in the
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commicsion to achiove Dolonoe OF paymen. s asjusis

ant
goals would be veferzod to the Financial Comnmission

for consideration.

The commissicn should discuss the emerging pattern of

s

OreC o s uneven geogrophic digtribution

i, emphasizing th

and the poed for the OMNC counuyies Lo coordinaits tholr

bitateral asclistanre efforts with othovr donors, reiate

their assistance more dirccly with conprehensive develop-
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ment plons of recipient LDC s snd poxriiciDans

international donor consortia.

C. Importance of Food Producticn Policy in the

Development Process

The discussions of the commission will provide a
forum for reiteration of U.S. vizws on the importance
6f increasing domestic LDC food production, and an
_Opportunity to develop support for both the Intornational
'Fund for Agricultural Development (IFAd) proposal and
the activities of the Consultative Group on Food Pro-

duction and Investment (CGFPI).
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Phe commigsion will be an appropriate ploce Lo

veinforos opr shateron’ g on the genersl uselolno:
an oxporl carningg stibilization o poroach to LD econo-
mic security. Although this subject will be primarily
thae ﬂmuﬂﬁrﬁ GE o the Fluaoooial Commission the rolation-
ship of eafnings stability to the development procass
can be enphasized by a discussion in the pDovelopment
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Lssdion Wil serve as oa useial veblele for
developing support for tha‘initiatives artiéulated by
the Secretary in his UN speech regarding acceleration
of LDLC growth thrcugh a comprehensive program focuss Jng
on access to capital markets, the transfer of techno;ogy

and uniform standards for treatment for transnational

enterprises.

F. OPEC development program nceds

We should be prepared in the DQVGlopment Commission

to discuss the development program needs of the OPEC

countries, perhaps in concert with the Energy Commission,
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We will seek to discourage the Commission from
actively pursuing & ponber of avens wooheh would net
further Lhe Im“ih/ couth dizlogue and which might lead
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cuﬁﬁimmﬁ& These arcnz include: (1) the s1d/00% link,
(2) Indexzation, (3) aid targets ({(with the exception of
the World Food Congress grains target), and (4) Debt
moratoria. If discussion of these subjects is unavoid-
able we will participate fﬁlly in the give and take,
seeking to keep the debate focused on the merits and
woakncs es of specific mechanisms or proposals in order
to prevent the atmosphere from deteriorating into

generalized polemics.

v
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into working groups sasigned o speciiic toples.  This

would accom;iich two nejor objoctives:
e T wWorl oF the comaigsion would be focused
¢ specific problems, thereby reduecing the
sendonoy to lapse into genevalized rhetoric; and

AN e

.

-- Groups working in arcas where progress is
sossible conld vrve guickly ahead, with minimal
danger of the whole Comnission’s bogging down
chate of ougﬁor a fow unrescivable conflicte.
The working groups would be directed to produce

reporte on their topics foxr the Commission, thus acain
tending to focus the full grouﬁ‘s attention on Specific
prbblems.

| Should we be unsuccessful in shaping the work
agenda to the areas of concentration which correspond
to our interests we would then insist that the full

conmmission concsider each areca in turn and that it meet

less frequently.

Results of Commission's Work

The commission's final product will probably be

a resolution calling on various specialized international
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oonmrssIen on the condibhior thalt o0 deal with the [linsne

cial and relevant monetary aspects of the work of the

oltirzyr commissions. Sowme ol Lhe o thel warbicod

'exp@ct it to have a nuch brozder mandate. Algeria wants
to discuss international monetaxry refo:m in this commis-
sion, and Sauvdi Arabla moes ik HS & vehicie to ensure
the wilntenance of valus of its {inancial assets. Cnce
we agree to an indepepuent Worx program for the rFourth
Commission, we risk secing it hgﬁwma vhe focal point

of the entire dislogue and risk that it will rapidivy

get into monetary.and other issues we have tried to

keep cutside the framework of the dialogue.

The United States should emphasize that the
commission's work progrdm be determined by questions
referred to it by the other commissions. As a contin--
gancy fall-back position, we could agree that, in
addition to respeonding to requests from the other com-
mﬁssiohs, it could independently engage in'an-exchénge
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of oviowe on the woerld bhaloneo of poyrents. adjusinent
procosse and the investnont of Qpmo surpluses.  This
wouldd boe o an ewcroise similar o that of the QIOD

)
Soonomd s Policy Commititeo's Working Party Three. JIU .
should he ﬁarrowi; focuszed, and not expand ivto a
goenavel veview of the world cconomic situation.  This
“restricted scope would reduce the risk of impairing
progress in othér conmissions, while providing a useful
dimension Lo oo dialog o,
We snould voo the "discussicns on balance of pay-
ments adjustmant_probléms'taz
e g2ive Lhie OPEC nations grecter racogonition foxn
their importance in influencing world trade and
‘capital flows; and
' - focus OPEC concerns on the balance of payments
. adjuétment problems of the less developed coun-
tries that are Eearing the greatest bart of the
adjustment burden df high o0il prices. F
if,these discuésions go well, the Commission could
recommend that in the future some key OPEC n&tions be’

invited on an ad hoc basis to meetings of central bank
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Dogpite cur effoots o proevent It Lhe ofhex
participants will raise the questicon of international

Y Commission., We will ther heve
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i DUAGY JDULEG 1D THE ARTernaillicinoe il Monelasy rund.

ime Lotter elternative will, of course, sperk o negative
reaction by the other side.  PFurthermore, some of the

industrial nations may not support us on this position.

US Objectives for FPourth Commission

e US sh ry to use this commissi .
The US ould try to > Ll comnigsion to

0

-—- Give LDCs and particularly OPEC nations a
greater sense of participation in interpational
financial affairs;

~= Build support for our financial initiatives

to help the developing countries and, where
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= Provision of background and analysis on rele-
vant aspects of the financial situation for the

work of the other three commissions.

-+~ Exchange oi views on balance of payments
positions and policies, focusing on the payments

balances of the Q0PEC, non-oil LDC, and OECD arcas.

-~ Development of information on OPEC investment
. policies, OPEC capital flows and regulations and

attitudes of recipient countries which affect them.
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roctive OPDC iavestmont flows,
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oo 0 Gavelopnerts oo thoy velato
it .
== New mechanisms, such as investment trusts,

to channel OPEC investments.

ant j,r: tha LDTs and Oones

1M . . M- '

Tinaneing of "tolangular’ investment projects
in tite LDUs;

—= Finaencing of LDC food imports and activitics
of IFAD;

ce Qoneessional OPEC financing of LDC oil
inports; '

-= Mounting of large investment projects in LDC
and OPLC countries.,

D. Encrgy and Commeodity Matters

-~ Financial implications of commodity arrangements;
== Export earnings stabilization;

-~ Denomination of oil prices in new units of
account and the currency of payments for oil

,lmportb,

-~ Financial consequences of changes in encrgy
prices. I
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financial institutions;
-- Ways of dealing with LDC debt problems;

Faied

e e Tean e
e THPF and IBRD buflfer stock Dinanclng
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.
!

- Regulation of international bar king coperations

We will need positions on fhbuo iessues nevertheless,

unless we are preparved to stonewall on them.

Organization of the Comumission

* The membership of the Commission should reflect its
suppdrting role with respect to the other threc commis-
sions., Four members can be chosen from cach of the
other commissions (countries, not individuals, so that
financial experts can be assigned as delegates as necessary)
or;‘if we are pressed, a 5/10 split can be agreed to.
Observers from varicus international organizations

would be invited to attend when uUb]CPuq relevant to

their expertise are discussed.
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